
KarenV Gregory
Secretary
FederalMaritimeCommission
800NorthCapitolStreetNW
Room1046
Washington
DC205730001

Re NoticeofInquiry SolicitationofViewsonRequestsToDevelopandReleaseContainerFreightRate
IndicesforUS AgriculturalExportsBasedonaSamplingofServiceContractsFiledWiththeFMC

thJune62012

DearMsGregory

thPleasefindcommentsfromDrewryrelatedtotheFMCsNoticeofInquirydatedMay242012aboutthe
abovementionedsubject

Introductiononourcompany DrewryisaLondonbasedcompanyspecialisedinshipping whichprovides
marketreportsandadvisoryservicestoexporters importers carriers ports governments investorsand
othersworldwide Wedonotbuyorsellshippingservices butDrewryprovidescontainerfreightrate
benchmarksorindicestoseveralhundredexportersandimportsaroundtheworld includingUSexporters
Drewryalsohasa5050jointventurewithCleartradeExchange aSingaporebasedregulatedexchange
venue calledWorldContainerIndex whichprovidescontainerfreightrateindiceson13routes

Question1 Isthereanythingthatpreventsprivateindexdevelopersandpublishersfromdevelopingindices
ofthekindbeingsoughtbyUS agriculturalexporters
Forthirdparties gatheringrepresentativecontainerfreightratesforspecificcommoditiesismuchmore
difficultthangatheringrepresentativeFreightAllKindscontainerfreightrates duetothelowernumberof
marketparticipantsandthemorespecialisednatureofthemarketdata Theservicecontractdatafiledwith
theFMCisthebestsourceofdataforrepresentativecontainerfreightratesforspecificcommodities
exportedfromtheUS otherthanwastepaperandothercommoditiesexemptfromtarifffiling
DrewrybelievesthattheFMCshouldworkwiththeprivatesectortodevelopjointindices sothatjoint
indicesarecreatedandgenerateenoughliquidityforaderivativesmarkettodevelop

Question2 Hasyourcompanyusedorconsideredusinganyexistingfreightrateindextoadjustratesinits
exportservicecontractsortohedgefreightraterisk Ifso whatisyourcompanysviewontheproductsit
usedorconsidered
Drewryprovidescontainerfreightratebenchmarksorindicestoseveralhundredexportersandimports
aroundtheworld includingUSexporters DrewrywastoldbyseveralUSexportersthattheyareusing
Drewrysexistingcontainerfreightrateindicesforindexlinkedcontracts However Drewrywasalsotoldby
severalotherUSexportersthatexistingcontainerfreightrateindices FreightAllKinds aretoogeneraland
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notsuitableforspecificcommoditiessuchasagriculturalproductswhenitcomestoindexlinkedcontracts
orhedging

Question3 WoulditbeappropriatetouseservicecontractdatafiledconfidentiallywiththeCommissionto
developindicesofthekindbeingsoughtbyUS agriculturalexporters assumingthedataisaggregatedso
astoprotecttheidentityofindividualshippersandoceancarriersbeforebeingreleasedtothepublicinthe
formofanaveragerateorindex
DrewrythinksthatthecontractdatafiledwiththeFMCwillprovidethebaseforoneormorerobustindices
TheFMCshouldonlysharevolumeandratedetailstoassistwithindexbuilding butshouldnotshare
carrierandshipperreceiverinformation Drewrythinksthat ifaggregated theindiceswillnotbreach
confidentiality

Question4 Shouldtheseindicesbeoptimizedforuseinservicecontracts foruseinfinancialhedging
instruments orboth
Theindicesshouldbecapableofbeingusedforbothindexlinkedcontractsandfinancialhedging US
agriculturalexporterswehavespokentoareunhappythattheycannothedgefreightcostsforexports
shippedincontainers whereastheycandothatforexportsshippedinbulk

Question5 Whatkindofcompetitiveissueswouldthepublicreleaseofabroadlybasedorrouteand
commodityspecificrateindexcreateforUS exportshippersoroceancarriers
Newcommodityspecificindiceswill introducemoretransparencyinthemarket particularlyformedium or
smallUSexporters whocurrentlyhaveaccesstolessinformationonpricingtrends Theintroductionof
moretransparencyinthemarketisnotanewissue Thishasalreadyhappenedfollowingtheintroductionof
existinggeneral FreightAllKinds containerfreightrateindices forcontainers andfollowingthedrybulk
shippingindices Thesechangeshavenotcreatedanysignificantcompetitiveissues

Question6 IfdevelopedusingservicecontractdatafiledwiththeCommission shouldaUS exportrate
indexberouteandcommodityspecificorshoulditbemorebroadlybased Iftheformertypeofrateindex
wouldbemoreusefultoyourbusiness explainwhattypeofcommodity specificroute publication
frequency orotherindexrelatedfactorsaremostneeded
Newcommodityspecific routespecificcontainerfreightrateindiceswillbasicallyassistindexlinkedservice
contracts However forderivativetrading thekeyisliquidityandvolume thusforthisitislikelythatonlya
coupleofexportrouteswilleventuallybesuccessful Itisthereforeimportantthatthereissufficient
dataanalysisdonetodeterminethecorelationshipbetweencommodityexportroutesandthe main
derivativeindexroutes sothatexportersmarketscanusethesemainindexroutesforhedging after
understandingthe basis risks
DrewrywastoldbyseveralUSexportersthattheyneednewcommodityspecific routespecificcontainer
freightrateindices

Question7 Shouldeitherorbothpartiestoaservicecontracthavetheoptionofnothavingtheircontract
ratesincorporatedintoanindex
Iftheindexisaggregatedandtheindividualratesinservicecontractsarenotdisclosed thenthereisnorisk
forthepartiestoanyservicecontract TheFMCshouldonlysharevolumeandratedetailstoassistwith
indexbuilding butshouldnotsharecarrierandshipperreceiverinformation Drewrybelievesthatthemore
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ratesareincludedinthecalculationoftheindex themorevalueitwillhavetoUSexportersandtothe
marketingeneral Ifeitherorbothpartiestoaservicecontracthavetheoptionofnothavingtheircontract
ratesincorporatedintoanindex thenthereisariskthattheindexwillbecomeunrepresentativeandprevent
thepotentialbenefitsoffinancialhedging

Question8 IfmadeavailablebytheCommission howwouldanexportrateindexaffectyourcompanys
exportsales
Wecannotcommentonthis

Question9 IfmadeavailablebytheCommission howlikelyisyourcompanytouseanexportrateindexin
itsservicecontractstoadjustrates
Drewrywouldusetheindexorrecommenditsusewhenadvisingexporters

Question10 Hasyourcompanyorrelatedsubsidiarytradedinfreightderivatives Ifso describethat
experienceandtheoutcomesobtained
DrewrysjointventureWordContainerIndexhasrecentlylisteditsUS FreightAllKinds exportindex Los
AngelesShanghai withaclearinghouse forthepurposeoftradinginfreightderivatives Itistooearlyto
assesstheresults butweexpectthatthiswillprovidetheabilityoffixingfreightratestoUSexportersayear
aheadorlonger

Question11 IfaUS exportrateindexismadeavailablebytheCommission howlikelyisyourcompanyto
tradeinaderivativesmarketbasedonthatindex
Drewrywouldprovideadvicetoshipperswhowanttotradeinaderivativesmarketbasedonthatindex

Question12 WhatimpactwouldtradinginafreightderivativemarketbasedonaUS exportrateindex
haveonthephysicalUS exportcontainermarket
Itisdifficulttosay However Drewryexpectsthattradinginfreightratederivativeswillgrowonlyslowly
overanumberofyears andwillrepresentonlyaminorityoftransactionsintheoverallcontainershipping
marketfortherouteorroutesconcerned Thevolumeofthederivativesmarketinthenext5to10yearsis
likelytobemuchlowerthanthevolumeofthephysicalmarket

Weareavailabletoclarifyorexpandonanyofthecommentsaboveasrequired

Yourssincerely

PhilipDamas
Director
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